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PARAMETERS FOR THE
EXPENDITURE OF MONIES FROM THE BUILDING RENEWAL FUND

Background
The Students FIRST law prescribes that the School Facilities Board provide monies to school

districts for building renewal. The statute imposes restrictions on the expenditures of monies
received by school districts from the Building Renewal Fund.

Section 815-2031, subsection F, Arizona Revised Statutes, provides that "School districts that
receive monies from the building renewal fund shall establish a district building renewal fund
and shall use monies in the district building renewal fund only for purposes prescribed in
subsection B of this section." Subsection B provides that "A school district that receives monies
from the building renewal fund shall use the monies primarily for any buildings in the data base
developed or created under subsection D of this section (buildings that are owned by school
districts that are required to meet academic standards) and secondly for any other buildings
owned by the school district for any of the following:

1. Major renovations and repairs of a building.

2. Upgrading systems and areas that will maintain or extend the useful life of a
building.

3. Infrastructure costs.

4. Relocation and placement of portable and modular buildings.”

Subsection C of the same section provides that "Monies received from the building renewal
fund shall not be used for any of the following purposes:

New construction.

Remodeling interior space for aesthetic or preferential reasons.

Exterior beautification.

Demolition.

The purchase of soft capital items pursuant to section 815-962, subsection F.
Routine maintenance except as provided in §15-2002, subsection K and
subsection J of this section."
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Subsection K of 815-2002 states “that if upon inspection by the school facilities board it is
determined that a school district facility was inadequately maintained pursuant to the school
district's preventative maintenance guidelines, the school district shall use building renewal
monies pursuant to 815-2031, subsection J to return the building to compliance with the school
district’s routine preventative maintenance guidelines. Once the district is in compliance, it no
longer is required to use building renewal monies for preventative maintenance.”

In addition subsection J of §15-2031 states “that a school district may use eight percent of the
building renewal amount computed pursuant to subsection G of this section for routine
preventative maintenance.”

Subsection H of the same section provides that “If the school facilities board determines that a
school district has spent monies from the building renewal fund for purposes other than those
prescribed in subsection B of this section, the school facilities board shall notify the
superintendent of public instruction. Notwithstanding any other law, the superintendent of
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public instruction shall withhold a corresponding amount from the monies that would otherwise
be due the school district under the capital outlay revenue limit until these monies are repaid.”

The Auditor General has established the Building Renewal Fund as Fund 690.
Building Renewal Working Definition

The School Facilities Board has established the following working definition for "Building
Renewal".

"Building Renewal" means major activities that involve the repair, renovation, or remodeling of a
building and the supporting infrastructure, including the upgrade of the systems and areas that
will result in maintaining or extending a building's expected useful life.

ALLOWABLE EXPENDITURES FROM
THE BUILDING RENEWAL FUND (FUND 690) INCLUDE:

1. MAJOR RENOVATIONS AND REPAIRS OF A BUILDING

Renovation is the rejuvenating of an existing building or portion of an existing building where
the use and occupancy remains the same. This may include the upgrading of major systems,
which maintains or extends the useful life of a building or portion of an existing building. The
renovation must be significant, such as, an entire floor of a building, several classrooms, etc.
Examples include the addition, replacement, or repair of: roofing, electrical, plumbing, heating,
ventilating, air conditioning and special systems (fire alarm, intercom, security, telephone,
technology, etc.); fixed equipment (fume hoods, laboratory benches, sinks, etc.); interior
surfaces and finishes (flooring, walls, ceilings and partitions). Additionally, remodeling for
significant programmatic changes where the use and occupancy of the space may be modified
is permissible. Examples include: alteration of storage space into teaching space; the remodel
of non-classroom space for use as classrooms, etc. Renovating or remodeling of non-
academic school facilities (district administrative offices, maintenance space, bus barns, etc.) to
increase useful life or change of purpose may be made only after the specified primary uses of
the fund have been met.

2. UPGRADING SYSTEMS AND AREAS THAT WILL MAINTAIN OR EXTEND THE USEFUL
LIFE OF A BUILDING

Systems upgrading maintains or extends the useful life of a building or portion of an existing
building and may be either a part of a renovation as listed above, or may be completed as a
single stand-alone action. Upgrading systems and areas includes the major upgrading of a
building system or components of a system that is necessitated by the building's physical plant
aging. Examples include the replacement or repair of: roofing, electrical, plumbing, heating,
ventilating, air conditioning and special systems (fire alarm, intercom, security, telephone,
technology, etc.); Several other functions and categories of work may also be considered as
part of upgrading systems and areas, including:

Major Repairs
Major Repairs is the recurring need to keep in good repair building system components,

which generally have established maintenance cycles of greater than three years. Itis
synonymous with major preventive maintenance, e.g., programmed re-coating of roofing
surfaces, deslugging of septic tanks, water-proofing of exterior surfaces. Examples
include: disassembling and rebuilding of air conditioning systems water chillers and
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boilers; overhauling large chilled water circulation pumps; filtering and replacing oil in
electrical transformers when indicated, rebuilding of compressors, etc.

Life Safety/Code Upgrades

Life Safety/Code Upgrades is specifically related to compliance with life safety/codes,
and includes, for example, elimination of dead-end corridors; upgrading of fire alarm
systems; improvement of exiting from buildings; installation of fire sprinklers in existing
construction; eliminating hazardous conditions; work on emergency lighting, etc.

Handicapped Access

Handicapped Access refers to making facilities accessible for individuals with physical
infirmities, e.g., modifications of seating areas, doorways, bathrooms, exterior/interior
access, etc., to allow usage by those in wheelchairs or on crutches. Other examples
include capital requirements to accommodate the sight and hearing impaired and may
include assisted listening systems, special signage, restroom access, elevator
modification, etc.

Asbestos Abatement

Asbestos Abatement refers to programs to encapsulate or remove asbestos products,
which, if they become airborne or friable, would constitute a health threat. Examples
include: encapsulation of asbestos materials in non-occupied portions of the buildings,
e.g., above suspended ceilings and removal of exposed, friable, asbestos from
permanent occupied spaces, such as classrooms, corridors, mechanical equipment
spaces, etc.

INFRASTRUCTURE COSTS

Infrastructure is the upgrade, repair or replacement of utility systems or major components
of systems that are physically located external to the building itself. Systems include:
egress and ingress (drives, parking, sidewalks); electrical distribution; sewer and water; fire
suppressant (hydrants, fire lines, storage tanks, pumps, etc.); irrigation; site security
(fencing, lighting, etc.); and external sections of building systems, such as
telecommunications, computer cabling, etc. Examples include: replacement or resurfacing
of existing parking, drives or sidewalks; replacement, modification or upgrading of sewer
and water connections; replacement or addition of fencing or exterior lighting for
safety/security, etc.

RELOCATION AND PLACEMENT OF PORTABLE OR MODULAR BUILDINGS

Portable and modular buildings are routinely moved in order to accommodate additional
children or programs at sites of existing schools. Any costs associated with the movement
of these buildings from one site to another would be acceptable. The costs may include
such items as: utility hookup, site and/or slab preparation, permitting, or connection of data
network.

ROUTINE MAINTENANCE

Routine maintenance is the recurring need, typically more frequently than every three years,
to keep in good repair buiding systems or compoinents, and is synonymous with routine
preventative maintenance. Examples include: roofing and flashing repair, routine
replacement of cooler pads and filters; replacement of light bulbs and ballasts; replacement
of drive belts; routine lubrication; routine interior painting schedules; routine elevator
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maintenance, etc. The statute provides that a district may spend up to 8% of its annual
calculated building renewal amount on the functions cited in this section.

STAFE/CONSULTANTS

The hiring of temporary or permanent staff and/or the use of technical consultants for the
purposes of identifying, defining and/or executing building renewal projects as outlined above,
is an authorized use of building renewal funds.

PROHIBITED EXPENDITURES FROM
THE BUILDING RENEWAL FUND (FUND 690) INCLUDE:

1. NEW CONSTRUCTION

New construction is the creation of a new facility; the addition, expansion, or extension of space
to an existing facility that adds to the building's overall external dimensions, i.e. adds to the
gross square footage of the building; or the addition, expansion, extension or creation of any
parking lots, drives/streets or sidewalks. Examples include: additions to existing facilities;
construction of portable, temporary or permanent buildings; the building of firelanes, drives or
additional parking spaces, etc. An incidental addition to a building's overall external dimensions
due to code, safety, or handicapped modifications (adding an elevator, modifying an entrance,
etc.) is not a prohibited use of building renewal funds.

2. REMODELING INTERIOR SPACE FOR AESTHETICAL OR PREFERENTIAL REASONS
Remodeling to change the interior space primarily for aesthetic or preferential reasons is the
beautification of space due to personal tastes or preferences. Examples include: changing of
interior finishes for color or texture (painting of walls, adding or changing coverings for walls);
installation or changing of blinds/drapes, carpet, light fixtures; installation or relocation of a door
or window; installation or refinishing of millwork such as bookcases and cabinets, etc.

3. EXTERIOR (SITE) BEAUTIFICATION

Exterior beautification is landscaping of the site, the enhancement of existing exterior areas or
the development of new areas. Examples include: planting of grass or turf, addition or
replacement of plants and trees; outside seating such as plazas, covered areas, amphitheaters;
decorative lighting; the installation of signage, etc.

4. DEMOLITION

Demolition consists of the complete removal of any structure. It does not include the razing,
wrecking or reworking that is associated with a building renovation, remodel, or other eligible
projects. Demolition associated with an approved new construction project shall be funded as
part of that new construction project.

5. PURCHASE OF SOFT CAPITAL ITEMS

Pursuant to section 815-962, subsection F, Arizona Revised Statutes, "Soft capital allocation
monies shall only be used for short-term capital items that are required to meet academic
adequacy standards such as technology, textbooks, library resources, instructional aids, pupil
transportation vehicles, furniture and equipment.”
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6. ROUTINE MAINTENANCE
Pursuant to §15-2031, any routine maintenance incurred by school above the statutory 8% of
calculated building renewal would be a prohibited expenditure.

QUESTIONS AND ANSWERS

1. Can Building Renewal dollars be spent on athletic facilities? A school district that receives
monies from the building renewal fund shall use the monies primarily for any buildings that
are owned by school districts that are required to meet academic standards, and secondly
for any other buildings owned by the school district. If the athletic facility were required to
meet academic standards, then expenditures would be allowed as a primary use (assuming
the expenditure item is within the three permitted areas: major renovation, upgrades that
maintain or extend the useful life or infrastructure). If the athletic facility was not required to
meet academic standards, then expenditures would be allowed as a secondary use (once
again assuming the expenditure item is within the three permitted areas: major renovation,
upgrades that maintain or extend the useful life or infrastructure).

2. Can Building Renewal monies be used to relocate a portable? No. Monies may not be
used for the relocating of portable, temporary or permanent buildings. The relocation does
not fit within the three permitted uses: major renovation, upgrades that maintain or extend
the useful life or infrastructure.

3. Can Building Renewal monies be used to complete shell space? No. Completion of shell
space that has not been finished as part of an original construction project is considered
new construction and is therefore a prohibited expenditure. Examples include: unfinished
rooms or floors in a new or existing building; the completion of an unfinished basement; the
conversion of covered areas to building space, etc.

REPORTING REQUIREMENTS

In addition to addressing the areas for which expenditures are allowable from Building Renewal
Fund monies, the Students FIRST law also addresses reporting of expenditures. The first of
the following sections deals with reporting on the expenditure of monies from the Building
Renewal Fund. The second deals with reporting on the expenditure of monies for renovations,
remodels, or systems upgrades. These expenditures could come from sources other than the
Building Renewal Fund. Also, some allowable expenditures from the Building Renewal Fund,
may not need to be reported as renovations.

The staff of the School Facilities Board will continue to work on these two areas of reporting.

REPORTING ON THE EXPENDITURE OF MONIES FROM THE BUILDING RENEWAL FUND

Section §15-2031, subsection F, Arizona Revised Statutes:

"F. School districts that receive monies from the building renewal fund shall establish a
district building renewal fund and shall use the monies in the district building renewal fund only
for the purposes prescribed in subsection B of this section. Ending cash balances in a school
district's building renewal fund may be used in following fiscal years for building renewal
pursuant to subsection B of this section. By October 15 of each year, each school district shall
report to the school facilities board the projects funded at each school in the previous fiscal year
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with monies from the building renewal fund and shall provide an accounting of the monies
remaining in the building renewal fund at the end of the previous fiscal year."

REPORTING ON THE EXPENDITURE OF MONIES FOR RENOVATIONS
(FROM THE BUILDING RENEWAL FUND AND OTHER FUNDS)

Section §15-2031, subsection D, Arizona Revised Statutes:

"D. The school facilities board shall maintain the building renewal data base and use the
data base for the computation of the building renewal formula distributions. The board shall
ensure that the data base is updated on at least an annual basis to reflect changes in the ages
and value of school buildings. The facilities listed in the data base shall include only those
buildings that are owned by school districts that are required to meet academic standards. Each
school district shall report to the school facilities board no later than September 1 of each year
the number and type of school buildings owned by the district, the square footage of each
building, the age of each building, the nature of any renovations completed and the cost of any
renovations completed. The school facilities board may review or audit, or both, to confirm the
information submitted by a school district. The board shall adjust the age of each school facility
in the data base whenever a building is significantly upgraded or remodeled. The age of a
building that has been significantly upgraded or remodeled shall be recomputed as follows:

1. Divide the cost of the renovation by the building capacity value of the building

determined in subsection G, paragraph 3 of this section.

2. Multiply the quotient determined in paragraph 1 of this subsection by the currently

listed age of the building in the data base.

3. Subtract the product determined in paragraph 2 of this subsection from the currently

listed age of the building in the data base, rounded to the nearest whole number."
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